What is the difference between Cost and Price? 


Although the terms "cost" and "price" are frequently used interchangeably, they have distinct 
meanings in the world of accounting and financial reporting. Understanding the difference 
between these two similar terms and how they affect the financial decision is critical when 


conducting economic research or making investment decisions. 


In the context of business, cost represents a business's total expenditure on making a product, 
which includes materials, labor, and utility costs. At the same time, price refers to the amount the 
business charges its customers for supplying their goods or services! These products or services 
must be purchased at this agreed-upon price. Let's examine them one by one to see how they 


vary. 


What is a Price? 


When you buy something, you're paying the price. The price is the amount at which a company 
records its sale transaction in its ledger. Most of the time, price is determined by the supply and 
demand forces. But if you live in a regulated environment, the government may intervene and set 


the price to control and maintain a certain level of price stability. 


Price can be further categorized in two distinctions. The wholesale and retail prices are also two 
similar terms entirely different. The wholesale price is for medium businesses like retail stores, 
supermarkets, and distributors. The retail price is for the end consumer who ultimately uses the 


goods and pays to all parties involved. 


What is a Cost? 


The total cost of any product is the cost that any business incurs to make and hand over their 
goods to end-users. The total cost of goods is also called the cost of goods sold, including 
production and selling costs. A company's cost of goods sold (COGS) is the entire cost of 


products sold. Costs associated with a manufacturing plant are known as "direct material costs." 





Other costs include selling expenses which are generally called overhead, and charges to product 
to reach a final selling price. Moreover, if the product is sold to the retail stores to reach its 


ultimate user, the retail store also adds expenses to the product and becomes retail price. 


The cost also uses two similar terms to segregate the total cost, direct and indirect. Direct cost 


may describe the cost of goods sold, and indirect cost can be further described as selling cost or 


overhead. 


Emotional Cost and price: 


Aside from financial terminology, these concepts have a wide range of meanings. They're a 
common occurrence every day, especially while expressing strong feelings. However, its usage 
makes it difficult to determine the proper word to employ. Your choice of words and phrases is 
completely up to you. Typically, the cost is used when something is suffering or burdened, 


whereas price is used for sacrifices. 





